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BRAZIL: KEY ECONOMIC INDICATORS 


Exchange Rate as of May 1, 1983 -— US$1.00 = Cr$452.67 
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Exchange Rate, Money Supply and 
Someetie Prices 


Exchange Rate (Cr$ per US$) 1/ : 251.41 
Exchange Rate (year average) ‘ 189.3 
Inflation (IPG) % ‘ : 99.7 
Inflation (INPC) % . ; 99.4 
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National Accounts 
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(billions) 
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Cruzeiros 
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Industrial Indicators 
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NOTE: Information in this FET Report is current as of June 1983. 





INTRODUCTION AND SUMMARY 


Brazil is in its third year of recession and is saddled with 
the largest foreign debt of any Third World nation. The end of 
1982 and beginning of 1983 were dominated by Brazilian efforts 
to borrow money from international banks, the U.S. Treasury and 
the IMF. The negotiations were successfully completed. However, 
Brazil still faces short-term debt problems and may have to 
return to the IMF and the international banks for more funds by 
the end of the year. 


Brazilian economic problems stem in large part from the general 
world recession and the backwash from the financial problems of 
other countries. This led to an abrupt drying up of 
international lending to all developing countries, including 
Brazil. The Brazilian government has moved to cut its 
dependence on foreign financing, slowing down major investment 
projects and placing heavier restrictions on imports. The 
decline in oil prices and international interest rates will 
benefit Brazil, as each one percent decline in interest rates 
means a savings of roughly $500 million per year for Brazil's 
current account and each one dollar reduction in the price of 
oil saves Brazil $260 million annually. 


In order to spur exports and slow imports Brazil devalued the 
cruzeiro twenty-three percent relative to the dollar in 
mid-February. Periodic "“mini-devaluations" have continued 
reducing the value of the cruzeiro in line with the rate of 
internal inflation. The effects of the devaluation on exports 
have been seen in trade surpluses in subsequent months. 


Inflation, which reached just under 100 percent at the end of 
1982, was again in the triple-digit area in the first four 
months of 1983. Price controls were placed on over 270 items 
after the February maxi-devaluation, but the prices of many 
items still jumped considerably. 


In accordance with the IMF agreement, the government has begun 
reducing subsidies on many products, adding to the price 
increases. The outlook is for continued high inflation of 
around 150 percent in 1983. 


Unemployment also rose in 1983, particularly in the industrial 
regions in the south and southeast. A change in the salary 
law, which indexes salaries to inflation, was decreed by the 
President early in the year. The rationale was to cut costs 
and to raise employment. The law faces challenges in the new 
Congress. 


Over the years Brazil has made substantial structural 
modifications to its economy which brighten its medium-term 
prospects for recovery and growth. From a primarily 
agricultural economy, producing coffee, sugar and soybeans, 
Brazil has transformed itself into a major industrial nation 
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producing iron and steel, heavy machinery, automobiles, 
electronics and consumer goods. It is now the eighth largest 
free world economy. 


Under the IMF agreement, Brazil is attempting to cut public 
spending severely——an extremely difficult task. Of the top 200 
firms in 1980, 82 were under partial or total government 
control and these firms accounted for 76 percent of the total 
net worth of the top 200 firms. These bodies account for a 
large part of investment in Brazil and many private Brazilian 
firms, particularly in the civil construction and heavy 
equipment industries, are heavily dependent on them for 
business. Foreign firms also find that their largest customers 
are among the nearly 500 parastatal bodies. 


In 1981, the parastatals were responsible for about one half of 
the nation's foreign debt, 29 percent of fixed investment and 
contributed 13.7 percent of the national income. Clearly, 
budget cuts to the parastatals will have a large impact on many 
companies, foreign and Brazilian. 


In the midst of its economic troubles, the nation has gone 
ahead with its political opening or “abertura," Local, state 
and Congressional elections were held in November 1982. The 
opposition parties took control of ten of the 22 state 
governments, including the economically powerful states of Sao 
Paulo, Rio de Janeiro and Minas Gerais, and made substantial 
inroads into the national Congress. However. the ruling PDS 
still controls the Electoral College and will determine the 
next President in 1985. 


ECONOMIC POLICY 


The end of 1982 and the first months of 1983 were filled with 
Brazil's efforts to obtain loans from international banks and 
the IMF. During his visit to Brazil in December, President 
Reagan announced a bridge loan of $1.2 billion to Brazil from 
the U.S. Treasury. This was later followed by another $400 
Million bridge loan. These loans cleared the way for Brazil to 
close its payments and come to an agreement with the IMF. These 
bridge loans have since been paid back. 


In early January, Brazil and the IMF agreed to the conditions 
for a three year, $5.4 billion loan. As part of the package, 
Brazil agreed to undertake new austerity measures. Goals for 
the year were a reduction in inflation to 70 percent, a 
reduction of the public sector deficit to half its current 
level of 12.8 percent of GDP, reductions in a broad range of 
subsidies and stricter control over the budgets of the 
parastatal bodies. 


The IMF insisted on private bank support, and a $4.4 billion 
loan was obtained from a consortium of international bankers, 
with the lead taken by American banks. With almost one-third 
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of the $82 billion debt owed to American banks, these banks 
have a large stake in ensuring Brazil's continued ability to 
pay its debts. 


In mid-February the government in Brasilia announced a 23 
percent maxi-—devaluation of the cruzeiro relative to the 
dollar. Lagging exports were the prime reason given for the 
devaluation. Trade results in January and February were 
disappointingly far short of the amounts needed to reach the 
goal of a $6 billion trade surplus by year's end. Results 
since March have been much more encouraging. 


The maxi-—devaluation caught a lot of companies by surprise, as 
Brasilia had denied up until the last moment that a 
maxi-—devaluation was coming. Those firms with foreign debt 
currency loans were hard hit; their cruzeiro costs immediately 
rose by almost a third. Particularly affected were the 
parastatals, many of them already heavily in debt and suffering 
deep budget cuts. To mitigate the effects of the 
maxi-devaluation, the government placed temporary price 
controls on over 270 items. However, prices still rose 
substantially in the interim between the devaluation and the 
imposition of controls. The government also imposed export 
taxes of up to 30 percent on certain commodities and products 
in order to avoid anti-dumping complaints and to protect world 
prices. The taxes were greeted with dismay by many exporters, 
who felt that their profit margins were being taken away. 
Protests and falling sales have led the government to remove or 
reduce the export taxes on many commodities and chemical 
products. 


Rather than stabilize the financial market as hoped, the 
maxi-—devaluation had the opposite effect. On March 10, the 
National Monetary Council (CMN) adopted a series of measures 
designed to tranquilize the financial markets, which had been 
in a state of continual agitation since the maxi-devaluation. 
A formal rule was adopted to set monetary correction equal to 
inflation, quarter by quarter. A rule was also adopted 
limiting exchange correction to quarterly inflation. This is 
essentially a return to the policy in effect from early 1981 
through 1982. However, it goes further in that the linkage 
will be kept in place on a quarterly basis. Formerly, the 
relationship was allowed to get out of synchronization during 
the year but was brought into alignment over twelve months. 


Very high real interest rates have hampered growth and 
investment. Real interest rates for cruzeiro loans in the free 
market have been running at least 40 percent. In an effort to 
reduce the pressure on internal interest rates, on March 18 the 
Central Bank took steps to encourage demand for foreign loans. 
Borrowers of Resolution 63 money (foreign currency 
intermediated through the banks) have the choice of having 
repayment of their loans indexed to cruzeiro monetary 
correction or to exchange rate correction. In effect, the 
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final borrower will be protected from exchange risk. The 
intent is to shift demand toward cheaper Resolution 63 loans, 
currently about 15 percentage points lower than the cheapest 
equivalent cruzeiro credit, thereby inducing a reduction in the 
cost of cruzeiro credit. The new measure will have a direct, 
adverse effect on money expansion, but this should be limited 
if interest rates decline as hoped. 


INFLATION 


Brazil closed out 1982 with an inflation rate of 99.7 percent. 
However, prices in January, 1983 rose nine percent, the highest 
monthly increase since January 1964, giving a 12-month figure 
of 104.9 percent. February's prices rose 6.5 percent, 
considerably lower than January's figure, but still leaving a 
12-month inflation rate of 104.2 percent. March inflation was 
10.1 percent, for a 12-month rate of 109.1 percent. The 
government has already revised its projected year-end inflation 
rate from 70 to 80 percent to at least 120 percent, and some 
officials admit it may go as high as 150 percent. 


BALANCE OF TRADE 


Brasilia announced that it needed a trade surplus of $6 billion 
in 1983 to cover its foreign commitments. The surplus achieved 
in January and February fell far short of that goal, 
registering $175 million in January and $155 million in 
February. March's trade results were more encouraging, with a 
surplus of $514 million. The April and May trade surpluses 
reached $606 million and $671 million, respectively. To reach 
the $6 billion figure, Brazil will need average monthly 
positive trade balances of $554 million from June to December. 


MINERALS AND ENERGY SECTOR 


PETROLEUM: Brazil imports nearly 70 percent of its oil 
consumption requirements. The oil import bill declined from 
$10.6 billion in 1981 to $9.6 billion in 1982. Further 
declines may be expected in 1983. For every $1 drop in the 
average price per barrel of crude oil, Brazil will save about 
$260 million per year. It is difficult, however, to make a 
direct connection between the OPEC market price and the price 
that Brazil actually pays. For example, last year Brazil paid 
just over $32/barrel while the market price was $34/barrel. 


In spite of budgetary constraints, domestic production has 
received high priority. In 1982, Brazil produced an average of 
267,600 barrels per day. That figure is expected to rise to an 
average of 340,000 barrels per day in 1983. Daily production 
reached 320,000 barrels during the first four months of 1983. 
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ALCOHOL PROGRAM: Brazil is the only major oil importing 
country with a serious alternate fuels program. The initial 
pro-alcohol program begun in 1975 has been scaled back for 
budgetary reasons. Although 1982 production of 4.2 billion 
liters was down from 1981 production of 4.3 billion liters, 
the government still remains committed to the alcohol program. 
Sales of alcohol-powered cars increased markedly in the first 
quarter of 1983. The upsurge in sales is partially 
attributable to a government program that subsidizes the 
purchase of taxis, partially due to the lower cost of alcohol 
(by law it cannot exceed 60 percent of the cost of gasoline) 
and to improved performance of alcohol vehicles. There are an 
estimated one million alcohol vehicles on the road in Brazil, 
with plans to produce 250,000 such vehicles per year through 
1985. 


HYDROELECTRIC: Hydroelectric plants provide over 90 percent of 
the country's electricity and Brazil has vast untapped 
hydroelectric power resources. In October 1982, industrial 
consumption of electricity was 3,182 million KWH, up 12.4 
percent from October 1981 despite the recession. In some areas 
of the country, particularly the southeast, there is 
over-capacity. With the exception of Itaipu, no new 
hydroelectric projects will be put into operation in the south 
or southeast until after 1987. 


NUCLEAR: For all practical purposes, the Brazilian nuclear 
program has been reduced to a crawl. The Angra I powerplant 
should become fully operational finally by the end of the 
year. Angra II is progressing more slowly, with only half of 
the contracts awarded. It may become operational by 1988, but 
more delay is possible. Angra III will probabaly not be 
operational until much later. Faced with the need to cut 
budgets and save foreign exchange, it is unlikely that Brazil 
will expand its nuclear program any time soon. Evidently, 
nuclear power will only provide about one —— of the 
country's electricity in the 1980s. 


Brazil has become one of the largest sources of uranium ore, 
with proven reserves of some 300,000 metric tons. 


MINERALS: Iron ore continues to be by far the most important 
mineral mined and exported from Brazil. Estimates for 1982 
valued iron ore production at $1 billion, second to petroleum 
which was at $3.0 billion. By value in order after iron ore, 
other important minerals produced are gold, granite, limestone 
and bauxite. Bauxite looks to be the mineral of the future. 
With immense bauxite reserves and alumina and aluminum plants 
under construction, Brazil will be ready to take advantage of 
the eventual revitalization of the world's aluminum industry. 
The Gran Carajas project, of which iron ore is a part, 
continues to move ahead and is expected to absorb a minimum of 
$61 billion in investments and provide annual export earnings 
of $14.6 billion at completion. The iron ore mine, which has 
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first priority and contracts for 25 million tons per year, will 
not be operational until 1986. 


AGRICULTURE: Agricultural output in 1982 is estimated to have 
declined one percent, compared to a five percent increase 
registered in 1981. Most of this decline is attributed to a 46 
percent drop in coffee production. In addition, a reduced 
soybean crop, coupled with a poor wheat outturn, resulted in a 
two percent reduction in total grain and oilseed output in 
1982. Although production of animal products increased by 
three percent, it was not enough to offset the negative results 
of crop production. Weather was the key determinant of 
agricultural production in 1982. Coffee production was cut in 
half because of frost damage suffered in 1981. Dry weather 
early in 1982 affected soybean production, while excessive 
rains reduced both quality and output of wheat. 


Although the overall economic recession had a tremendous impact 
on the Brazilian economy in 1982, agricultural production 
continued to benefit from subsidized credit, and output of most 
crops increased. 


The outlook for the agricultural sector in 1983 is clouded by a 
combination of factors: a) weather may hamper some crops 
(excessive rains and floods in the Center/South regions during 
January and early February and in May have reduced prospects 
for soybean, drybean and rice production); b) recent changes in 
rural credit programs will likely result in smaller planted 
area for some crops during the 1983/84 season; and c) the poor 
domestic economic situation, coupled with three digit inflation 
and the world's highest foreign debt, will naturally affect the 
rural sector. 


Nevertheless, the government still expects the sector to help 
in the fight against inflation by holding down food prices, to 
help the balance of payments by reducing imports and increasing 
production for export, and to stimulate growth in order to 
minimize the decline in GDP. 


INDUSTRY 


The industrial recession which began in the second half of 1980 
continued through 1982. According to the Brazilian Statistical 
Institute (FIBGE), industrial output grew in real terms by only 
0.3 percent in 1982, after a 9.6 percent fall in 1981. 





INDUSTRIAL PRODUCTION INDEX 


WEIGHT 1981/80 1982/81 
IN INDEX PERCENT CHANGE PERCENT CHANGE 


Total 100.00 -9. a 
—-Mineral Extraction 2.8 2s ct 
—-Manufacturing 97.2 -9. 1 


By End Use 
-Capital Goods 9 -18. 


-Intermediate Goods 49. -10. 
-Consumer Goods 41. -6. 
---Durables —% ave 
-—--Nondurables ae —2. 


The industrial sectors which performed relatively well in 1982 
were plastics (+10.8 percent), other transportation products 
(+8.4 percent), transportation equipment (+6.7 percent), pulp 
and paper (+4.8 percent), petroleum derivatives (+3.2 percent), 
chemicals (+2.8 percent), clothing and shoes (+3.0 percent), 
other chemical products (+2.6 percent), pharmaceuticals (+2 
percent) and food products (+0.9 percent). Negative 
performances were turned in by non-metallic minerals (-33 
percent), machinery (-15.3 percent), beverages (-5.9 percent), 
electrical and communication equipment (-3.7 percent), 
toiletries (-2.8 percent), rubber (-2.7 percent), tobacco (-1.6 
percent) and the metallurgical industry (-0.8 percent). 


The automobile industry produced 860,593 units in 1982, 10 
percent more than in 1981. Domestic sales totaled 593,000 
vehicles, an increase of 19 percent over the previous year. 
Light commercial vehicles and passenger cars led this sales 
growth. The 234,000 alcohol-—powered cars sold represented 34 
percent of domestic sales and a 70 percent jump over 1981. 
Exports totalled 173,000 units, a decline of 19 percent. Only 
53,000 buses and trucks were sold, a drop of 36 percent. The 
National Association of Automobile Manufacturers (ANFAVEA) has 
forecast a 3-4 percent growth in domestic sales in 1983. 
Improved sales have not meant increased employment; the auto 
industry's work force, 140,000 in 1980, fell to 133,000 in 1981 
and at the end of 1982 numbered only 111,200. 


Despite the irregular performance of its market, the textile 
sector grew by 4.3 percent in 1982. The consumption of fibers 
increased from 949,000 to 960,000 metric tons. Export value 
totalled $670 million, a decline of 22 percent from 1981. 

Thus, sectoral growth was based entirely on domestic demand. 
However, since the latter part of 1982 there has been a gradual 
decline in the sector's growth, and production of all types of 
fibers has been declining. Small companies, which form 70 
percent of the textile industry and depend increasingly on bank 
loans for working capital, are feeling the impact of high 
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interest rates. The sector is likely to suffer a significant 
decline in 1983. 


The Brazilian steel industry has an installed capacity of 
approximately 20 million metric tons; in 1982 its production 
was 13 million metric tons, slightly below even 1981 
production. The sector was especially affected by 
over-expansion, weak domestic demand, declining international 
prices and import restrictions in principal markets. The 
industry association has forecast a 5.7 percent reduction in 
1983 investment programs and the firing of 15,000 workers. 


The capital goods industry was particularly hard hit in 1982. 
The industry association (ABDIB) estimates that the industry 
operated at only 40 percent capacity, sales declined 11.5 
percent, and 22,000 workers were laid off. It expects 1983 to 
be as bad or conceivably worse than 1982. ABDIB projects that 
a continuation of the present crisis could lead to mergers and 
overall contraction of the industry, with its approximately 125 
larger companies reduced to around 85 by 1986. 


Civil construction grew a modest 0.8 percent in 1982. The 
industry's difficulties were aggravated by a growing shortage 
of credit for housing, due to competition from financial 
instruments offering better returns. The industry association 
reported that new building starts declined around 35 percent in 
the second half of 1982. The outlook for 1983 is bleak, with 
probable general contraction and heavy layoffs. 


Bankruptcies are on the rise, including important companies in 
almost every sector. However, in 1982 as a whole, bankruptcies 
in Sao Paulo were 21.8 percent lower than in 1981, although the 
amounts involved in creditors' agreements increased 36 

percent. Worsening company difficulties were also reflected in 
the value of protested bills, which increased 7 percent. 


In 1983 most industries will face a tough year. Production 
costs and interest rates remain high, domestic demand is likely 
to decline and foreign markets show little sign of 

recuperation. Given this panorama, many companies are reducing 
production and cutting labor costs, their most easily reducible 
expense. This trend appeared to accelerate in the first months 
of 1983. Overall industrial production should decline 
significantly in 1983, bringing output in some sectors back to 
1979 levels. 


LABOR 


The two major issues dominating the labor scene during the past 
six months were income and employment. On the income side, 
workers were affected by a February 1 decree law which reduced 
semi-annual cost-of-living adjustments. As of that date people 
earning from one to three minimum salaries (presently 
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‘ equivalent to $65-$190) receive 100 percent of the 
cost-of-living adjustment, instead of the 110 percent they had 
received previously. People earning high salaries will receive 
even less of a cost-of-livinjy adjustment, e.g. those earning 
from $975 to $1300 will receive only 50 percent of the COLA. 
(In an economy such as Brazil's, where the 1982 inflation rate 
was 99.7 percent and the 1983 rate may hit 150 percent, 
cost-of-living adjustments are a critical feature of any wage 
policy.) Labor organizations are presently lobbying the 
Congress to reject the decree law while the government is 
defending it on the grounds that it will improve Brazil's 
international trade position and encourage domestic employment. 


Organized labor strongly disagrees that the salary law will 
create more jobs. They fear instead that it will increase 
unemployment by reducing the purchasing power of the poor. 
(Sixty-seven percent of the workforce makes between $65 and 
$190 per month.) Whatever the effect of the decree law, 
unemployment and underemployment are seen as serious social 
problems. In Sao Paulo state alone some 73,430 manufacturing 
jobs were lost from January 1 to May 7, and 390,000 jobs, 
nearly 20 percent of all manufacturing positions, have 
disappeared since 1980. If the country's economic conditions 
do not improve soon, the employment situation will worsen. 
Despite the problems afflicting the labor sector, however, 
strike actions have been relatively restrained to date. 


IMPLICATIONS FOR THE UNITED STATES: INVESTMENT POLICY 


Foreign direct investment, including reinvestments, in Brazil 
(as registered by the Central Bank) totalled $27.2 billion as 
of December 31, 1982 (with conversion to dollars made at 
end-of-period exchange rates), $1.9 billion or 7.5 percent over 
the year-end 1981 figure. U.S. investments of $6.6 billion 
represent 31 percent of the total and were up 12 percent over 
the December 31, 1981 amount. (According to U.S. Department of 
Commerce figures which include loans, U.S. investments in 
Brazil were $8.2 billion at the end of 1981.) The largest 
investors after the United States were West Germany, Japan, 
Switzerland, the United Kingdom and Canada, accounting for 
another 42 percent of the total. The European Community as a 
whole, with 34.5 percent, surpassed the U.S. share. 


It is the Brazilian government's general policy to encourage 
foreign investment because of the impetus to growth and 
industrial development given by foreign capital and technology, 
and because of its overall positive contribution to the balance 
of payments. The basic Brazilian legislation concerning 
foreign investment (Law 4131 of September 3, 1962 and Law 4390 
of August 29, 1964) grants foreign investments essentially the 
same treatment as domestic capital. A range of import, 
financial and fiscal incentives are available to foreign as 
well as Brazilian investors. Certain markets, however, are 
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reserved for Brazilian nationals, such as the merchant marine, 
the information media, and petroleum refining and exploration 
(other than on the basis of a risk contract with Petrobras, the 
state oil company). Foreign investors are subject to certain 
restrictions in some other sectors such as banking, 
petrochemicals, mining, telecommunications, informatics (the 
data processing industry, covering everything from robots and 
numerical controls to computers and software), and aircraft. 
The government has also been reluctant to allow foreign 
participation in the alcohol fuels program. 


Sectors in which foreign capital seems to be most welcome are 
those involving import substitution/export expansion, capital 
goods manufacturing, and those related to priorities such as 
agro-industry, petroleum substitutes, essential consumer goods 
and major projects such as the Carajas minerals complex and the 
Cerrado development project for agriculture. In addition, 
Brazil has regional development and incentive programs for 
areas such as the Northeast and the Amazon as well as the 
Manaus Free Trade Zone. 


The Brazilian government's clear preference for joint ventures, 
plus the advantages available to firms with majority local 
capital, such as access to preferential credit arrangements, 
have induced a number of multinationals, especially those 
dependent on sales to the government or to state enterprises, 
to take on Brazilian partners. Brazil's limited progress in 
selling off certain state enterprises may also provide 
opportunities for private foreign investment. 


Recent adverse developments in the Brazilan economy may cause 
the Brazilian government to adopt more liberal attitudes toward 
foreign investment and to facilitate foreign investors’ 
remittances of profits and dividends to their parent companies 
abroad. The modest increase in foreign direct investment in 
1982 certainly fell short of the Brazilian government's 
expectations. 


Decree Law 1994 of 12/29/82 and Ministry of Finance Order 
Number 1383 give fiscal incentives applicable to Brazilian 
corporate income tax liability in an effort to encourage 
foreign creditors to transform their loans to Brazil into 
equity investment. Earlier efforts to attract additional 
foreign investment were reportedly only modestly successful. 


IMPLICATIONS FOR THE UNITED STATES: IMPORT POLICY 


After 15 years as Director of CACEX (Foreign Trade Department 
of the Bank of Brazil), Benedito Moreira resigned and was 
replaced by the former CIP (International Price Commission) 
Chief, Carlos Viacava, lately Secretary General of the Ministry 
of Finance. Though CACEX is formally an implementation agency, 
it has had in fact an important role in the formulation of 





Brazilian foreign trade policy. Most of the upper echelon 
staff of CACEX will be replaced over time. 


Some change in the agency's philosophy may be expected, but 
under present world trade conditions, CACEX does not have much 
room for maneuvering. In the preamble of a message to the 
Brazilian Congress, President Figueiredo reaffirmed the 
Brazilian government's commitment to achieve a $6 billion 
foreign trade surplus in 1983. Five-month trade data indicate 
the target may be met. This would be a tremendous 
achievement. In 1982 the trade surplus was only $775 million. 


During 1982, U.S. exports to Brazil totalled $3.4 billion 
vis-a-vis $3.8 billion in 1981, a drop of $0.4 billion or 10 
percent. The U.S. share of non-oil Brazilian imports fell from 
30.7 percent to 28.9 percent. U.S. imports from Brazil 
declined from $4.5 billion in 1981 to $4.3 billion in 1982. For 
the first time since 1967 the United States has suffered 
deficits in its trade with Brazil: $677 million in 1981 and 
$862 million in 1982. 


Brazil has been facing serious balance-—of-—payments 
disequilibria since 1974 and consequently follows a number of 
policies aimed at curbing imports. Import licenses are denied 
for goods on the suspended imports list, which appears to be 
more and more permanent although officially billed as 
temporary. On September 24, 1982, CACEX took measures to 
insure a large trade surplus for 1982, which included doubling 
the number of products on the suspended list. The list does 
not apply to certain products from ALADI (Latin American 
Integration Association) members. On October 1, 1982, an 
additional number of products were placed on the suspended 
list. Firms are required to negotiate annual import programs 
with CACEX which govern the amount of imports for the year. 
Levels are not to exceed the previous year's quotas, and in 
many cases are cut below that. In July 1982, CACEX announced 
it would review these programs to achieve a 10 percent 
reduction in private firm imports while import ceilings for 
state enterprises and government agencies were cut almost 18 
percent. In September CACEX announced it would try to achieve 
further cuts of five percent in private firms' 1982 import 
programs. 


The Central Bank, through resolutions 638 of September 24, 1980 
and 767 of October 6, 1982, continues to require foreign 
financing from 180 days to eight years for annual company 
import programs over $100,000 in value. The Central Bank also 
continues to charge a 15-25 percent financial operations tax 
(IOF) on the purchase of foreign exchange to pay for most 
imports (except for imports from ALADI, whose members enjoy a 
preferential tax). Exceptions are made for oil and certain 
other imports. Also still in effect are miscellaneous taxes 
and charges levied on importers, such as fees charged on goods 
entering through ports and similar airport storage charges. 
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Such restrictions limit the potential of the Brazilian market 
and make it essential that prospective American suppliers do 
their homework in order to identify accurately those areas and 
products which offer real marketing opportunities. Best 
prospects for U.S. exports are in electronic components, 
electronics industry production and test equipment, analytical 
and scientific instruments, oil field machinery and equipment, 
process control instrumentation, mining machinery and 
equipment, electric power generation and distribution 
equipment, and medical equipment. Many of these products, 
however, fall under the recently outlined policy to reserve the 
market for Brazilian private capital companies in 18 
high-technology areas, such as word processing, business 
equipment, numerical controls and computer peripherals. All 
imports in these categories must be approved by the Special 
Secretariat for Informatics (SEI). 


The U.S. Trade Center in Sao Paulo will be promoting U.S. 
exports in coming months in the following fields: food 
processing and packaging machinery, scientific and industrial 
instrumentation, micrographics, avionics equipment, and mining 
machinery and equipment. 


In the face of more stringent import ceilings, the outlook for 
agricultural imports in 1983 is not good. About 81 percent of 
U.S. agricultural exports to Brazil of $507 million in 1982 
consisted of wheat, followed by soybeans (6%), fruits and 
vegetables (2.7%), poultry products (1.6%), livestock products 


(1%), and seeds (1%). Of U.S. agricultural imports from Brazil 
of $1.3 billion in 1982, major items were coffee (46%), frozen 
concentrated orange juice (20%), cocoa products (9%), sugar 
(6%), and beef (4%). 
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Confused about Export 
Licensing Requirements? 
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e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your 
subscription to the Export Administration 
Regulations. 

SUBSCRIPTION RATES 


In the United States $105.00 
To foreign countries $131.25 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is $____ 00 check, ‘Pe 6 
pee attnagpar ame: pig 4 Total charges $____ Fill in the boxes below. 


Deposit Account No. Credit 

CLTTT TT -U tec carne, (2 LP 
; Expiration Date 

I a ic —~ Month/Year Cidek 


Please send me set(s) of the U.S. Department of Commerce Export Administration Regulations and 
supplementary Export Administration Bulletins for the publication period beginning October 1, 1962. 


Name—First, Last 
LL name or sdantonls Led ihe 


treet ress 


PETAL ELLIE) BELL Et 


PLEASE PRINT OR TYPE 





